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AUSTRIAN KEY ECONOMIC INDICATORS 


Unless otherwise indicated, all values in billions of 
Austrian Schillings (AS) and millions of US Dollars 
and represent period. averages. % Change 
1977 1978 1978 1978 vs. 1979 est. 
(AS bill.) (AS bill.) ($ mill.) 1977 a/ (AS bill.) 
Exchange Rate: US$ 1.00 = AS32653 AS 424.52 | <AS: 14.52 AS 13.66 
(Jan-Apr av.) 
INCOME, PRODUCTION, EMPLOYMENT 
GDP at Current Prices 792.5 843.0 58,058 898.5 
GDP at Constant (1964) Prices 402.5 408.4 28,127 422.7 
Per Capita GDP (Current Prices) AS105,400 AS112,300 $7,730 AS119,800 
Plant & Equipment Investment ¢"9 225.0 Peas 15 ,242. 236.8 
Net Mass Income b/ e234. 579 451.2 30,074 478.3 
Indices: 
Industrial Production (1971=100) 123.3 25.4 125.17 130.0 
Avg. Labor Productivity (1971=100) 124.4 229-5 12959 134.0 
Avg. Industrial Wages (1956=100) 633 672 672 706 
Labor Force (1000s) 2,788 2,816 2,816 2,835 
Avg. Unemployment Rate (%) 1.8 eae: pica’ ae 


MONEY AND PRICES 
Money Supply (M1) 150.3 158.1 10,888 170.0 
Interest Rates (Central Bank) ($%) 5.5 d/ 4.5 d/ 4.5 d/ 3.75 d, 
Indices: me 46 , 24 

Wholesale Price. (1976=100) 103.0 104.0 104.4 

Retail Sales (1973=100) 118.0, 249 1. 2.4 


BALANCE OF PAYMENTS AND TRADE 
Gold and For.Exchange Reserves c/ 67.7 
External Federal Debt 47.4 
Annual Debt Service 4.1 
Balance of Payments e/ -39.4 
Balance of Trade Tak: 
Exports, FOB 161.9 
U.S. Share 5.0 
Imports, CIF 234.8 
U.S. Share 7.0 
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Main Imports from the U.S. in 1978: ($ million) 

Non electric machinery, excluding business machines (66.3); business machines (51.3); 
vehicles, including airplanes and boats (41.2); metal ore & scrap (32.0); electrical 
machinery (28.9); photographic equipment (26.0); basic chemicals and compounds (22.5); 
mineral raw materials (20.9); pharmaceuticals (19.3); measuring and test instru- 
ments (17.6). 


Footnotes: 

a/ Changes based on unrounded Schilling rather than Dollar converted values. 
Income of dependently employed persons plus transfer payments, after taxes; 
excludes self-employment income. 
Official reserves at central bank; year-end figure. 
Since June 10, 1977: 5.5%; since June 29, 1978: 4.5%; since January 25,1979: 3.75%. 
Current account plus balance of long-term capital transactions. 

£/ Includes revaluation of gold holdings by 63%. g/ Improvement 

h/ Excluding valuation changes resulting from currency realignments. 


Sources: Austrian National Bank, Central Statistical Office, Austrian Finance 
Ministry, Austrian Institute for Economic Research. 





SUMMARY : 


Strong foreign demand for Austrian. exports has served as 
the mainspring for the nation's economic recovery during 
late 1978 and early 1979. Real economic growth is expec- 
ted to be at least 3.5% this year after 1.5% in 1978. 
Industrial production rose 5% during the early months of 
1979 while orders were 7% higher than the year before. 
The nation's balance of payments deficit eased consider- 
ably in 1978 as exports rose by nearly 9% while imports 
dropped by almost 2%. Encouraging economic performance 
during 1978 and early 1979 continued to be reinforced by 
moderate price increases and labor tranquility. 


Although Austrian economic policymakers have achieved 
some of their primary goals--full employment, price stabi- 
lization, and improvement (temporarily) of the external 
balance--several areas of economic concern remain. Most 
important amtiong them are the large and mounting budget de- 


ficit, rising state debt, a reversal of last year's favor- 
able balance of payments situation, and the threatened ac- 
celeration of inflationary pressures. Austria's large and 
increasing dependence on imported sources of energy is yet 
another concern. Finally, long-term gross asset formation 
and private consumption problems will continue despite the 
slight improvement observed at present. 


U.S. exports to Austria amounted to $ 484 million in 1978, 
up 0.3% over 1977. Austrian exports to the U.S. in the 

same period reached $ 363 million, a 4.7% increase. Prelim- 
inary figures for the first quarter of 1979 put U.S. exports 
7% higher than the same period in 1978 while Austria's ex- 
ports to the U.S. dropped 20%. U.S. exports to Austria are 
expected to remain comparatively strong throughout 1979 not- 
withstanding Austria's concern over a growing balance of 
payments deficit. American products, despite a recent re- 
covery of the dollar vis-a-vis the schilling, remain quite 
price competitive here and aggressive American exporters 
will find Austria a worthy if challenging market. 





CURRENT ECONOMIC SITUATION AND TRENDS: 


The performance of the Austrian economy during the past six 
months has been quite good. Indeed, WIFO (Austrian Insti- 
tute of Economic Research) has seen fit to revise upward its 
forecast of real economic growth in 1979 to 3.5% from the 
3.0% it had predicted earlier, and chances are that this 
rate will be surpassed. Even so, Austria's GDP growth would 
continue to lag behind the long term average of 4 to 4.5% 
considered necessary to accommodate new entrants into the 
labor market during the next few years. 


The principal reason for the good performunce has been strong 
foreign demand (especially from West Germany and Italy) for 
Austrian products. Industrial production increased by 5% in 
real terms in January and February 1979 as compared to 1978. 
Especially strong performance was noted in the mining and ba- 
sic materials sectors, but output of investment and consumer - 
goods also has been catching up markedly. The nominal value 
of industrial orders on hand in February 1979 was AS 103 bil- 
lion, up 7% over a year ago. Foreign purchasers accounted for 
a bit more than 60% of this amount. 


Austria's international balance of payments situation improved 
markedly in 1978. Although the country could not boast of a 
surplus, its balance of payments deficit dropped to $ 119 mil- 
lion, down 96% from 1977. Exports, sparked by strong demand 

in Austria's principal West European trading partners, reached 
$ 12,129 million, up 8.8% over 1977. Imports decreased slight- 
ly to $ 15,970 million, 1.6% below 1977. The small reduction 
in imports can be primarily attributed to the imposition of a 
stiff tax on largely imported luxury goods (especially auto- 
mobiles) in January 1978. 


Price increases in Austria have remained reasonable. The 1978 
average increase in the wholesale price index (WPI) was 1%. 
However, the situation worsened in the first quarter of 1979, 
when the WPI rose 2.5% vis-a-vis the comparable 1978 level, 
and a further uptrend is anticipated in the wake of OPEC price 
decisions and their implications for other prices. The con- 
sumer price index rose 3.6% in 1978 and was up 3.5% during the 
first three months of 1979 versus 1978. The uptrend of whole- 
sale price levels will be reflected in the CPI: eventually, and 
might be exacerbated as a result of the effects of recent bad 
weather on fruit and vegetable prices. WIFO abandoned its 
earlier forecast of a slowdown of the inflation rate to 3.0% 
in 1979 and now hopes that it will at least not exceed last 
year's level. 





Austria's labor situation remained strong throughout 1978 
and early 1979. The total number of employed persons 
reached 2,150,000 in April 1979, topping the preceding 
month's alltime high, and 1% above the April 1978 figure. 
Unemployment in April 1979 was estimated at 2%, down 0.1% 
from a year earlier. The improved employment situation in 
April resulted mainly from a rapid increase in new job 
openings and a more restrictive handling of permits for 
guest workers. Wage demands continued to be moderate. The 
wage index during the first quarter of 1979 was 5.8% above 
that recorded in 1978. Given the prevalent inflation rate 
of 3.5% and taking into account the effects of the wage tax 
reduction effective January 1, 1979, real wage gains are 
estimated at 2 to 3% at this time, which conforms exactly 
to the Trade Union Federation's long-term target. 


To a certain extent, the Austrian economy has performed as 
the central government has wanted it to. The primary aims 
--full employment and price stability--have been achieved. 
However, there have been some disappointments and there 

are several ‘areas of concern which will be monitored close- 


ly in coming months. Perhaps the most vexing problem fac- 
ing Austrian economic planners has been the marked decline 
in industrial investment recorded in the past year. Among 
the reasons responsible for this were the low (83%) utili- 
zation of installed capacity; a downward trend of money 
costs (which was known to have not yet reached bottom); re- 
duced profitability of export sales as a result of the gov- 
ernment's hard schilling policy; and the private business- 
man's dissatisfaction with increased government interference 
in business affairs which has tended to intensify the profit 
squeeze already resulting from past increases in labor costs 
and deteriorating domestic sales opportunities. Hence, 
businessmen responded slowly to the GOA's mid-1978 refine- 
ments of existing investment promotion schemes, particularly 
grants and credit subsidies. It was not until early in 1979, 
after the fiscal and monetary authorities had introduced ad- 
ditional grants and credit subsidies, decisively cut money 
and capital costs, and abolished the 2% investment tax that 
investment activity showed signs of revival. The economic 
vigor noted in Austria's major trading partners, notably 
West Germany, has probably also contributed greatly to the 
optimistic evaluation of sales and earning prospects now 
held by business. Thus, the predicted 4% decline in real 
industrial investment in 1979 (following a similar decline 
in 1978) may not materialize. 





Domestic demand, as measured by retail sales figures, 
dropped considerably in 1978, especially in those product 
lines affected by the luxury tax. Real retail sales are 
expected to increase 5% in 1979 but that increase will 

just compensate for the 1978 decline. The reduced level 

of retail sales in 1978 caused a sharp drop in government 
receipts. Preliminary figures put the 1978 central govern- 
ment deficit at AS 50.7 billion, 21% over the 1977 level 
and 25% above the government's target figure. Most of this 
debt was covered by borrowing and is reflected in the 21% 
increase in federal debt to AS 199.2 billion, more than 30% 
of which was loaned by foreign entities. 


Strong foreign demand is the mainspring of Austria's cur- 
rent economic activity. But while exports for the first 
quarter of 1979 were 13% ahead of the 1978 level, the rate 
of import growth, on a monthly basis, was even greater. 
Imports of coal, iron ore, and oil (in part for inventory 
building) and automobiles (imports of which had been at ab- 
normally low levels in 1978 because of the imposition of a 
luxury tax at the beginning of that year) were especially 
heavy during the first months of 1979. Austrian National 
Bank (ANB) President Koren views these recent foreign trade 
developments as indicative of an adverse longer term trend 
rather than’a short term phenomenon. In view of this ana- 
lysis, the ANB plans to maintain its basically restrictive 
policies while avoiding measures which could hamper econom- 
ic recovery. This primarily means: 


(1) a continuation of a flexible hard-currency policy, 
which is oriented to the D-Mark and autonomously conforms 
with the European Monetary System (EMS); 


(2) confining net capital imports to an amount offsetting 
the net balance of payments deficit; 


(3) continuing local credit curbs; and 


(4) a mobilization of local funds, e.g. through stepped 
up open market operations, in order to ease banks' tempo- 
rary liquidity bottlenecks which might develop in the wake 
of central bank's tighter lid on capital imports. Austrian 
economic experts have recently forecast a net current account 
deficit of about AS 15 billion in 1979, following an AS 6 bil- 
lion deficit in 1978. This would involve net capital imports 
of about AS 15 billion after AS 23 billion in 1978. 





IMPLICATIONS FOR THE UNITED STATES 


U.S. exports to Austria in 1978 amounted to $ 484 million, 
up 0.3% over 1977. Austrian exports to the U.S. totaled 
$ 363 million, a 4.7% increase over 1977. Principal U.S. 
exports were: non-electric machinery, excluding business 
machines; business machines; vehicles including aircraft 
and boats; metal ore and scrap; and electrical machinery. 


The U.S. trade surplus with Austria improved substantially 
during the first quarter of 1979. Exports from the U.S. 
to Austria amounted to $ 144 million during that period. 
That figure represented a 7% increase over the same period 
in 1978 and accounted for 3.2% of all Austrian imports. 
U.S. imports from Austria during the first quarter were 

$ 74 million, down 20% from 1978. This represented 2.23% 
of Austria's total exports. 


The improvement in Austria's balance of payments noted in 
1978 wiitl not continue in 1979, as purchases of heavily 
taxed"luxury goods", which were at abnormally low levels 
in 1978 because of heavy anticipatory purchases in late 
1977, are made and as imports of increasingly expensive 
crude oil and other essential raw materials continue. A 
moderating influence on Austria's balance of payments def- 
icits in recent years has been its adherence to a strong 
schilling policy which has attenuated the effects of the 
continuing dollar eprice increases for crude oil. However, 
that advantage has weakened in recent weeks as the schilling 
depreciated somewhat vis-a-vis the dollar. 


Despite the recent recovery of the dollar, the prices of 
very many American products remain quite competitive. 
Those identified as having especially strong incremental 
sales potential in the short-to-medium term are: health 
care and biomedical equipment; mini-computers and related 
business automation equipment; production equipment, test 
instruments and components for the electronics industry; 
selected consumer goods; equipment and components for energy 
conversion systems not using fossil fuels; and industrial 
modernization and innovation equipmentl/. Other product 
categories showing strong sales potential are security 
equipment for industrial, commercial, and residential use 
and fuel-efficient motor vehicles. 


1/ See "Best Prospects" report, Vienna A-218 (1978) 





U.S. agricultural exports to Austria should continue to 

be heavy in such bulk commodities as soybean meal and 

raw tobacco. Other items which have been moving to local 
markets in increasing volume are fruits and vegetables, 
mainly canned, and long-grain rice. Sales opportunities 
for U.S. agricultural exports in general have improved 
perceptibly with the overall decline in dollar parity vis- 
a-vis the schilling and American exporters should be able 
to capitalize on this situation. 


American exporters must be prepared to meet competition 
from EC and EFTA member countries which now enjoy duty-free 
entry to Austria for most industrial products. There are 

a number of opportunities in Austria for displaying U.S. 
made products, ranging from catalog exhibits to technical 
seminars and trade missions. For particulars regarding 
such events, American exporters should consult the Special 
Promotions Division, Office of Export Promotion, BED, 
Department of Commerce, Washington, D.C. 20230. 


Although past Austrian measures to limit the growth of im- 
ports appear not to affect many American products, U.S. 
exporters can expect increasing insistence on some measure 
of economic compensation on large contracts or major pro- 
jects. Such "offset" arrangements may take many forms, 
including local assembly, purchase of components, or out- 
right purchase of Austrian goods for sale in the United 
States or third country markets. 


The Austrian Government welcomes productive foreign invest- 
ment, viewing it as an adjunct to its full employment 
policy. Full foreign ownership is permitted, but some 
American firms have found joint ventures to be advantageous. 


% U. S. GOVERNMENT PRINTING OFFICE: 1979—281-058/129 











